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In Feb., the AICPA’s Auditing Standards Board
will issue Statement on Auditing Standards
No. 82, Consideration of Fraud in a Financial
Statement Audit (no. 060675CLB1). “The new
SAS provides strong requirements to support
the auditor’s responsibility to detect material
misstatements resulting from fraud by chang
ing auditor behavior and driving improved per
formance,” said Randy Noonan, chair news
of the ASB. “Our objective as a pro update
fession is to ensure that we deserve the
trust and confidence of the constituen
cies that use financial statements in
making decisions.”
Responsibility to Detect Fraud

Spotlight on: The
Management of an
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SAS No. 82 will not change the auditor’s
detection responsibility but will strengthen
performance requirements. It clearly articu
lates the independent auditor’s responsibility;
that is, to plan and perform the audit to obtain
reasonable assurance about whether the finan
cial statements are free of material misstate
ment, whether caused by error or fraud. The
new standard will aid the auditor in fulfilling
that responsibility.
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The new standard provides helpful guidance
to auditors in fulfilling their responsibility for
detecting material misstatements resulting
from fraud. Specifically, the standard:
1. Describes two types of fraud—fraudu
lent financial reporting and misappropriation
of assets—that are relevant to the auditor’s
consideration of fraud in a financial statement
audit.
2. Requires the auditor to specifically
assess the risk of material misstatement due to
fraud on every audit and provides categories of
fraud risk factors that the auditor should con
sider in making that assessment. It provides
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examples of fraud risk factors that, when pre
sent, might indicate the presence of fraud.
3. Offers guidance on how the auditor
responds to the results of the assessment.
4. Provides guidance on the evaluation of
test results as they relate to the risk of material
misstatements due to fraud.
5. Requires the auditor to document risk
factors identified as present and any
related response.
Examples of Fraud Risk Factors

Examples include a known history of
securities law violations and domina
tion of management by a single person or a
small group without compensating controls.
Risk factors relating to misappropriation of
assets include lack of job applicant screening
procedures for employees with access to
assets susceptible to misappropriation and
poor physical safeguards over cash, invest
ments, inventory or fixed assets.
The Effect on Entities Under Audit

The auditor will be required to ask manage
ment about the risk of fraud and whether they
have knowledge of fraud that has been perpe
trated on or within the entity. If the entity has
a program that includes steps to prevent, deter
or detect fraud, the auditor will ask the people
overseeing it whether the program has identi
fied any fraud risk factors. The auditor also
will be expected to communicate to manage
ment any risk factors that the auditor identi
fies. These steps are expected to encourage
management to improve fraud prevention and
detection techniques.
How Will It Affect Audit Fees?

The effect on audit fees will vary. Some orga
nizations have very strong internal control,
continued on page B2
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management that is concerned about fraud
and its effects on the entity and controls that
are designed to prevent and detect fraud. For
these organizations, the impact on audit fees
should not be significant. When manage
ment has not effectively addressed fraud
risk factors, the costs will be greater. The
profession believes that the public interest
benefit will outweigh the additional cost.
Also, organizations concerned about such
costs can take measures to reduce them by
implementing better controls. For more
information, refer to the report of the
Committee of Sponsoring Organizations of
the Treadway Commission, Internal
Control—Integrated Framework (no.
990009).
Effective Date

SAS No. 82, which supersedes SAS No. 53,
The Auditor’s Responsibility for the
Detection of Errors and Irregularities, is
effective for audits of financial statements
for periods ending on or after Dec. 15, 1997.

AICPA

Implementation Guidance

The AICPA is undertaking a major initiative to assist auditors in understanding and
implementing SAS No. 82. Implementation efforts include:
1. Group and self-study CPE courses that will be available in the spring. A guide
to walk the practitioner through issues likely to be encountered in applying the new
SAS to audits, with valuable tools, such as sample documentation. It will also provide
specific guidance on applying the concepts of the SAS to several industries.
2. Two high-level AICPA task forces that will crisscross the country this spring to
help CPAs better understand the new SAS. Led by AICPA Vice-president Dan M. Guy,
the teams will hold conferences to discuss SAS No. 82 in Boston, Chicago, Cleveland,
Dallas, Colorado Springs, Los Angeles, New Orleans, New York, St. Louis and
Washington, D.C. For more information call the AICPA Order Department at
800/862-4272.
3. Communication about the SAS to the public and the business community.
Articles on the new SAS have already appeared in the New York Times, Wall Street
Journal, Atlanta Constitution, and other publications.
4. Helpful guidance about the new SAS, including a speech outline and a compar
ison of SAS No. 82 with SAS No. 53, will be available on both the AICPA’s Web page
and the Accountants Forum on CompuServe in Feb. A press release is already on the
Web site.
5. A plan to revisit the new standard after two busy seasons to assess how well it is
accomplishing its objectives and to identify any further steps that need to be taken.

Practice Alert Regarding Financial Statements on

Credit Union Audit Rule

the Internet Published

In Nov., the AICPA updated members in these pages about the
National Credit Union Administration’s final audit rule that became
effective Dec. 31. Representatives of the Auditing Standards Board
have concluded that only an audit of a credit union’s financial state
ments can satisfy the NCUA-required objectives in their entirety.
Despite continuing AICPA efforts, the NCUA has refused to
consider an alternative agreed-upon-procedures engagement unless
the NCUA is not asked to take any responsibility for the sufficiency
of procedures ultimately required or to hold non-licensed accoun
tants to the same standard. In the absence of an opportunity to meet
with the NCUA Board of Directors, the AICPA wrote reiterating its
concerns and urging change to the rule. Meanwhile, practitioners
are urged to consult the industry audit risk alert and related profes
sional standards before being engaged to fully satisfy the final rule
other than through the audit of a credit union’s financial statements.
Copies of the AICPA letter to its members and to the NCUA are
available on the faxback system and the AICPA home page.

Corporate America is making its annual audited financial state
ments, the related auditor’s reports and other information available
on the Internet. Web sites often include more financial and nonfi
nancial data than is given in the printed report, such as audio and
video clips, current news releases and stock quotes, quarterly earn
ings and hyperlinks to other Web sites. These presentations may cre
ate associations with other information that were not intended.
Questions abound regarding the opportunities and issues sur
rounding this distribution medium for the user, preparer and attest
community. To address some of these issues, an AICPA Practice
Alert, Financial Statements on the Internet, describes the new
method of distributing audited financial statements and the related
auditor’s report and speaks to several concerns for the auditor
community. The practice alert is included with this mailing of The
CPA Letter medium firm supplement and is available through
other media.

Fax Hotline: 201/938-3787; document no. 323

B

Fax Hotline: 201/938-3787; document no. 1566

Direct URL: http://www.aicpa.org/members/div/washingt/
Direct URL: http://www.aicpa.org/pubs/cpaltr/index.htm;

ncua.htm

“January”; “Practice Alert”

Published for AICPA members in medium firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen Goldstein, CPA Letter editor
201/763-2608; fax 201/763-7036; e-mail: adennis20@aol.com
212/596-6112; egoldstein@aicpa.org
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AICPA

The ABV: A Practice Niche
Opportunity for Practitioners in
Midsize Firms
In Oct., the AICPA governing Council approved the Institute’s new
accreditation in business valuation (ABV) program. Some of the
advantages to members in public practice include a chance to
strengthen their credentials in the burgeoning appraisal field, the
possibility of developing a new practice niche, greater career mobil
ity because of broader expertise, and a business valuation designa
tion created exclusively for CPAs.
A survey of CPA consultants conducted by the
AICPA Management Consulting Services Section
identified business valuation as a growth niche. The
discipline builds on CPAs’ core competencies.
Business valuation services are also offered by nonCPAs, who are not required to comply with the same standards as
CPAs and may not have practitioners’ core competencies. Using
these standards and competencies as a foundation, the Institute aims
to provide the necessary resources and technical guidance to allow
CPAs to position themselves as leading providers of business valua
tion services.
Candidates preparing to take the program’s written examina
tion, which should be available in Fall 1997, must be AICPA mem
bers in good standing, hold an unrevoked CPA certificate or license
issued by a recognized state authority and provide evidence of 10
business valuation engagements that demonstrate substantial experi
ence and competence. To maintain the accreditation each credential
holder must document substantial involvement in five business valu
ation engagements every three years and complete 60 hours of
related CPE during the same three-year period.

A. The ABV Credential Committee will establish the rules and pro
cedures for acquiring the credential in compliance with the require
ments set by Council.

Q. There are currently no AICPA standards for business valuation.
Will any be created?
A. Although no AICPA standards exist specifically for business val
uation, there are relevant standards applicable to consulting services,
accounting and review services and prospective financial informa
tion. In addition, the Code of Conduct requires the CPA to be com
petent to provide any service. Nevertheless, additional standards
specific to business valuation will be needed. They will be devel
oped through the implementation of the program.

innovations

Some Frequently Asked Questions About the ABV
Accreditation Program

Q. Must credential holders submit a work product, which is a
requirement of the American Society of Appraisers and the Institute
of Business Appraisers?
A. No.

Q. Will members who meet the qualifications to sit for the ABV
examination and who possess credentials from other appraisal orga
nizations be “grandfathered” into the program?
A. No grandfathering provision is envisioned. Candidates must meet
the specific requirements of the AICPA accreditation program estab
lished by Council.
Q. What is meant by "substantial involvement" in a business valua
tion engagement?
A. The criteria will be established by the ABV Credential
Committee. Experience can be achieved, for example, through field
work, report review or expert testimony.

Q. Who will determine whether the evidence of substantial involve
ment meets the experience requirement?

Q. There is an eight-module, 64-hour curriculum con
tained in the Business Valuation Certificate of
Educational Achievement (CEA) program that covers
all the key aspects of business valuations, from basis
theory and practice, data research and report writing. (An advanced
CEA program will be available in mid-1997.) If I took the CEA pro
gram’s eight modules with an examination after each one, why do I
need to take another exam when the CEA program should provide
for an accreditation?
A. The CEA program is a continuing professional education course
and does not confer anything in the way of a credential. The CEA
module exams are not envisioned to be the ABV accreditation exam.
The Business Valuation CEA does offer good preparation for
the ABV exam, however. In addition, there are also the BV 201—
BV 204 courses from the ASA. There is a reciprocal arrangement
between the AICPA and the ASA in which full credit for the CEA
program is given to those who complete the ASA’s BV 201 and BV
202 courses. Contact the AICPA Order Department to request the
complete CEA program brochure (available Mar. 1).
Any member interested in being added to a mailing list should
contact the Institute using the faxback system.
Fax Hotline: 201/938-3787; document no. 491

Order Department: 800/862-4272

Volunteers Needed for USA Today Tax Hotline
CPA volunteers are needed to staff the Mar. 6 USA Today tax hot
line. Each year, the national newspaper and the AICPA collaborate
on a one-day tax hotline that offers readers an opportunity to call in
their tax questions. The hotline gives CPAs a chance to provide a
valuable public service and showcases the profession through the
newspaper’s coverage of the event in the following day’s issue.
Volunteers work three-hour shifts from 9:00 a.m. to noon, noon to
3:00 p.m., 3:00 p.m. to 6:00 p.m., and 6:00 p.m. to 9:00 p.m. Let us
know if you would like to help staff the hotline at USA Today’s
headquarters in Rosslyn, Va. Food and parking are provided.
Lynn Drake, 202/434-9214

ldrake@aicpa.org
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Spotlight on: The Management of
an Accounting Practice Committee

AICPA

• Donald M. Dale Sr.—Goodman & Company, LLP (Virginia) 804/624-5156
• Larry H. Evans—Evans, Porter, Bryan & Co. (Georgia) 404/586-0133
• James K. Hall—Edmondson, LedBetter & Ballard, LLP (Virginia)

804/627-2100

From time to time, this supplement will highlight Institute com
mittees whose work is of interest to members in midsize firms.
This month, we will cover the Management of an Accounting
Practice Committee, which aids practitioners in providing highquality professional service by improving the management and
operation of their practices; assists members in achieving the
profit objectives of their firms; encourages greater appreciation
of the importance of management in achieving a firm’s goals;
and promotes a positive image of CPA firms among the business
community and the general public by helping firms to be well
managed.
Here are the members of the committee:

• Neal J. Harte—Harte, Carucci & Driscoll, P.C. (Massachusetts)

• James G. Castellano, Chair—Rubin, Brown, Gornstein & Co., LLP

303/792-3020
• James H. West—West, Turnquist & Schmitt, A.C. (California)

(Missouri) 314/727-8150
• Ricky J. Anderson—Moss Adams LLP (Washington) 206/223-1820
• James D. Beaton—(Own Account) (Arizona) 602/831-1250

CPA Letter Supplements Update
In Nov., the AICPA launched supplements
to The CPA Letter customized for the differ
ent member segments. We have received a
lot of positive feedback about this initiative,
and we want to thank members for letting us
know their opinions and reactions. Continue
to share your ideas with us so that we can
make this supplement for members in mid
size firms a truly useful and responsive busi
ness tool.
We also want to encourage members to
suggest article topics or volunteer to write
bylined articles for the supplements.

617/933-1120
• H. Brent Hill—Rudd & Company PLLC (Idaho) 208/356-3677
• Leslie L. Hoffman—Checkers, Simon & Rosner, LLP (Illinois)

312/917-0648
• Edwin J. Kliegman—Marcum & Kliegman, LLP (New York)
516/541-1145
• Christine A. Lauber—(Own Account) (Indiana) 219/288-4801

• Frank P. Orlando—Parente, Randolph, Orlando, Carey & Associates
(Pennsylvania) 717/820-0123
• Gary S. Shamis—Saltz Shamis & Goldfarb, Inc. (Ohio) 216/248-8787
• Randy S. Watson—Yanari, Watson, Lyons & Co., P.C. (Colorado)

619/234-6775
• AICPA StaffAide: Anita Meola, 201/938-3583

Articles might cover solutions to common
practice problems, practice development
success stories, practice trends or any other
issues important to members in midsize
firms. Forward your ideas to Anita Dennis,
the editor of this supplement (see the con
tact information on page B2).
Supplements are sent according to your
demographic profile in the AICPA member
ship records data base. If that information is
incorrect (for example, your firm has 54
AICPA members now instead of 40, which
means you now work in a “large” firm
instead of a “medium-size” one), contact the

AICPA, Harborside Financial Center, 201
Plaza Three, Jersey City, New Jersey
0731 1-3881; Attention: Membership
Records. This team also can be contacted by
fax, e-mail or phone.

201/938-3108

201/938-3100

pwomble@aicpa.org

In addition, anyone can obtain a differ
ent supplement through the fax AICPA hot
line or the AICPA Web site (see below left).

How to Obtain Other Supplements

Clarification
There are seven other supplements customized for members in dif
ferent segments of the profession. All of the supplements are avail
able on the Institute’s Web site (www.aicpa.org; “Online
Publications”). To obtain other Jan. supplements—or any of the first
set of supplements published in Nov.—via fax, dial 201/938-3787
from a fax machine and key in these numbers at the prompt (docu
ments remain on faxback for two months after publication):
Nov. issue

Jan. issue

Large Firms: 1550
Medium Firms: 1551

Large Firms: 1558
Medium Firms: 1559

Small Firms: 1552
Business & Industry: 1553

Small Firms: 1560
Business & Industry: 1561

Finance & Accounting: 1554

Finance & Accounting: 1562

Internal Audit: 1555

Internal Audit: 1563

Government: 1556
Education: 1557

Government: 1564

Education: 1565
Practice Alert: 1566

In the Nov. issue of the medium firm supplement, the Spotlight
on the AICPA Division of Professional Ethics contained a
question that was worded in a way that may have been mis
leading to readers. Below is the correct wording of the ques
tion, plus the answer.
Q. May a member audit the financial statements of an entity
that he or she compiles?
A. The Code of Professional Conduct does not prohibit a mem
ber from auditing the financial statements that he or she com
piled, provided the member maintains his or her independence
in accordance with Rule 101 and its interpretations and com
plies with the appropriate standards of practice for the perfor
mance of the accounting and auditing services (that is, state
ments on standards for accounting and review services and
statements on auditing standards, respectively).

